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It is a road long and arduous but at its end both corruption and inflation will have been reduced to minimal
levels. I think he didn't mean 'India didn't deserve'. Number one, you have to have the courage to do the right
thing. You can also follow us on Facebook , Twitter and LinkedIn. What you hear from the bankers and others
is all from the system, those who are there for the past 20, 30 years. That is what I said, when it was created in
, he was not in a position to exercise his authority. And then there is this old India, comprising crony
capitalists for whom principles don't matter, all that matters is their own benefits. He was my PhD advisor and
I also wanted to be like him. They want opportunities, but do not want to compromise on principles. But when
you are the regulator, when you are the Reserve Bank governor, you can take actions and clean up the system.
He also led a team to assist some major economies in reducing balance of payments imbalances. Rajan has
written extensively on banking, corporate finance, international finance, growth and development, and
organisational structures. This was later correlated with the economic crisis and regarded as a vindication of
the point made about incentive structures in the financial sector. What about the other 10 factors? The
committee, in its report titled A Hundred Small Steps, recommended broad-based reforms across the financial
sector, arguing that instead of focusing "on a few large, and usually politically controversial steps", India must
"take a hundred small steps in the same direction". Competition helps consumers and the economy, and that's
exactly what he did. It is necessary and possible for India to aim to do so because without such a national aim,
the integrity of the currency continues to be damaged regularly by governmental abuse. He argued that
widening income inequality in the US, trade imbalances in the global economy, and the clash between arm's
length financial systems, were responsible for bringing about the crisis. Rajan also termed the currency notes
ban exercise as, "One cannot in any way say it has been an economic success". He has worked with Luigi
Zingales on the effect of institutions on economic growth, their research showing that development of free
financial markets is fundamental to economic modernisation. Anybody saying that the cleaning up in the
banking sector is not advisable has vested interests. They feel Raghuram Rajan could have done something
earlier In such a situation banks become conservative in lending to SMEs. Perhaps one should quote his
critique of high spend and low interest rates from that article. Rajan said she often aired frank views about the
government on television. Critics, including Nobel laureate and former chief economist at the World Bank ,
Joseph Stiglitz , held the IMF's policies responsible for increased economic volatility and destabilisation. Will
Rajan be able to comprehend this and stem or reverse it? Sign up for the daily ET Panache newsletter. For
example, in the early s, you had only Air India and Jet Airways, and customers were paying high airfares. On
mentorship Rajan said that while it's important to cultivate entrepreneurs, there is also a need for sound
mentors. Although Rajan seemed to harbour reservations initially, reportedly telling her, "Well, Anne, I don't
know any macroeconomics", he appeared for an interview, and was subsequently appointed. India is a
labour-abundant country which should have a relatively low world price of labour and relatively high world
price of capital. It involves system-wide improvements in public finance and accounting using modern
information technology to comprehend government liabilities and expenditures and raise their productivity. I
had a PhD guy like that, who would say, 'It's okay. On top of that, fiscal deficit also increased. Those who
criticise are the people who are part of the system, having benefitted from credit being cornered by top
industrialists. Indeed, financial repression may have artificially switched the risk-premiumâ€”making it
lucrative for there to be capital flight with real rates of return on capital within India becoming artificially
lower than those in world markets. You don't agree with the criticism that he is not Indian enough to
understand the country. If you look at the percentage of loans that go to India Inc, a lion's share went to a
select few corporate houses. Sen debate , and has tended to sympathize with both sides of the so-called
"growth vs. He has licensed 23 banks in the last three years, almost as many as the government has licensed
since liberalisation. So, to hold an advisor responsible for the problems created by others, clearly suggests
vested interests. I am sure he was hurt.


